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American Institute of Accountants
SPECIAL COMMITTEE ON AUDITING PROCEDURE

13 EAST 41st STREET, NEW YORK

August 10, 1939

To Members

and

Associates

of the

American Institute of Accountants

Gentlemen:

Your special committee on auditing procedure has received many questions and suggestions regarding
its report entitled “Extensions of Auditing Procedure,” approved by the council May 9, 1939. Some of these
questions will be discussed in the committee’s report to the council at San Francisco, September 18, 1939.
At a meeting on August 3rd, the committee decided to recommend to the council two changes in the
short form of auditor’s report as approved by the council on May 9th. The changes to be recommended are as
follows:
Insert in the first paragraph, following the words “the accounting procedures of the company and,” the
words “without making a detailed audit of the transactions”; and in the second paragraph change the words
“and conform to” to “in conformity with”; so that the short form of auditor’s report would read as follows:
Short Form of Independent Certified Public Accountant’s Report or Opinion

To

the

Board of Directors (or Stockholders) of the XYZ Company:

We have examined the balance-sheet of the XYZ Company as of April 30, 1939, and the statements of income
and surplus for the fiscal year then ended, have reviewed the system of internal control and the accounting procedures of
the company and, without making a detailed audit of the transactions, have examined or tested accounting records of
the company and other supporting evidence, by methods and to the extent we deemed appropriate.
In our opinion, the accompanying balance-sheet and related statements of income and surplus present fairly the
position of the XYZ Company at April 30, 1939, and the results of its operations for the fiscal year, in conformity with
generally accepted accounting principles applied on a basis consistent with the preceding year.

The committee has been convinced that the first change would be desirable because of evidence which
has reached it since May 9th, indicating need for continued emphasis on the fact that in the usual examina
tion testing and sampling by the auditor is common practice, rather than a complete examination of all
transactions. The committee has agreed to the second change in the belief that it may make somewhat clearer
the fact that items in financial statements are presented in accordance with accepted accounting principles
and not on the basis of liquidating values or any other possible basis.
The committee naturally cannot predict what action the council will take on its recommendation for
these changes, but believes that the membership should be informed even of the fact that they will be consid
ered, in view of the importance to all practitioners of the form of report. This letter has, therefore, been writ
ten with permission of the executive committee.
The special committee on auditing procedure takes this opportunity to emphasize again that the proposed
standard form of auditor’s report is in no sense mandatory, and may be modified in any way that seems nec
essary or desirable to the member signing it. Adoption of the standard form by the council does not mean
that the long form of report may not be used in cases where it is deemed advisable to do so. The purpose of the
standard form of report is simply to bring about as much uniformity as may be practicable.

Yours truly,

JLC:A

Secretary

